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Industry, Government and the Public Welfare 


The meeting of the National Association of Manufactur- 
ers in New York on December 9-11 has occasioned much 
comment and has brought to the fore the question of the 
attitude of industry toward the federal administration. 
That this “congress of American industry” has taken a 
new line with reference to government and to the prhlic 
welfare is obvious. The New York Times said editorially - 
“A year ago the keynote of the convention was bitter and 
unrelenting opposition to the Roosevelt Administration. 
This year there has been a change. The keynote of the 
1936 convention is cooperation by industry with the Gov- 
ernment in solving the problem of unemployment, in rais- 
ing the standard of living and in seeking to protect the 
country against a recurrence of depression.’ 

On the other hand, there has been comment to the effect 
that the attitude of the Association and its membership on 
questions of public interest has not changed in any essen- 
tial way. This position is taken by the president of Eco- 
nomic Statistics Inc., who writes in the New York World- 
Telegram that it is “obvious that industry is not relaxing 
in its opposition to any unsound methods being used by 
labor or proposed by the government for achieving the 
desired standard of living.” This is from a friendly wit- 
ness. In the ranks of the critics is the New Republic 
which, under the caption “Business Promises to Be 
Good,” says that we have the “same old Association of 
Manufacturers” which asks for a new era of good will 
“only on its own terms.” 

Obviously some interpretation is needed here. As a 
basis for it extensive quotations from the principal ad- 
dresses made at the annual meeting and a summary of its 
findings are given below. The reader will note that a 
common tone and emphasis runs through the addresses. 


Mr. CHESTER 


The president, C. M. Chester, while summoning indus- 
trial leaders to a new understanding of their tasks, claimed 
much in the way of industrial achievement. He offered a 
partial explanation of continued unemployment as follows : 
“According to United States Census figures there are 
about 41,000 fewer concerns to employ not only the same 
number of employes as in 1929, but an estimated 4,434,000 
that have become employable since 1929. These figures 
reveal that the firms which have been able to survive the 
terrific ordeal from which we are emerging have not only 
been able to attain their 1929 level but have surpassed it, 
and that one of the real causes for continued unemploy- 
ment lies in the inability of closed business concerns to 
come back.” 


1 New York Times, December 11, 1936. 


Nevertheless, he continued, “our job is to absorb all of 
the unemployed possible—to bend every effort of science 
and management skill to create still more jobs—and at the 
same time more of the comforts of life for the American 
people.” 

Perhaps the most significant item in the address, which 
will be referred to later, was the declaration with reference 
to prices: “American industry exists to supply people 
with the things they want; producing goods and selling 
them at a fair profit. Its constant endeavor is to produce 
more and sell more. To do this, it must make better 
ae at lower prices so that more people will and can 

uy.” 

A fear which seems to be felt by many Mr. Chester 
voices in these words: “There should be no permanent 
unemployed class in this country, although such a class, 
with vested rights and interests is assuming definite shape. 
Such a class of unemployed is a menace to any state. Its 
elimination is the task of industry by creating new means 
of production and distribution, new commodities, new 
products, which will absorb more men and women in more 
constant employment.” 


Over against this is a deeper fear. “Another period 
of economic and human hardship such as that from which 
we are emerging will jeopardize the American system of 
private enterprise and private property. At least we can 
be assured that the American people will not be tolerant 
of another depression which they believe has been created 
by either business or government, or any other agency 
of our common life.” 


He placed great stress upon the necessity of national co- 
operation, “particularly between industry and govern- 
ment.” The Association, he said, “stands ready” to do its 
part. Indeed, cooperation between government and in- 
dustry he regards as “one of the great national objectives 
of 1937.” Mr. Chester urged that great effort be put 
forth to inform the public about industry’s objectives and 
achievements, particularly about its attitude toward social 
ills. At the same time, he said, “It is a fallacy to try 
to create favorable public opinion through publicity and 
then to destroy that public opinion through the pursuit 
of thoughtless or bad practices. Nor can all the adver- 
tising in the world do any good unless our employment 
relations are right. For in the last analysis this public 
confidence which we are seeking starts with that part of 
the public which is nearest to us—our employes.” In- 
dustry must consider “the national welfare as being an 
even higher duty than the successful operation of private 
business.” 
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Mr. Brown 


Lewis H. Brown, president of the Johns-Manville Cor- 
poration, spoke on “New Horizons for America.” He, 
too, began with a survey of progress in production and in 
living standards, only to add at once, however, that the 
American people are less satisfied than they used to be 
with much less. 

After all, he said, “should we be surprised that the 
masses are reaching out into realms which were once the 
province of the fortunate few? Have not we, as manufac- 
turers, encouraged them to do just that? Is not adver- 
tising devoted to the single task of calling attention to 
new needs, new products, new possibilities of living? 
Systematically, through new inventions and improvements, 
business has created dissatisfaction—stimulated the whole 
people to want more and better things. And why not? 
Hasn’t the whole idea of our business system been to 
help every citizen up the ladder rather than to pull 
those at the top down to the level of those at the bottom ?” 

The people, Mr. Brown said, want work, more money, 
more leisure, economic security, and better things at lower 
prices. (Here again is a reference to the need for keep- 
ing prices down.) “Profits must not be the end of busi- 
ness, but merely a measure of a service that has been 
well rendered. The idea of service today requires, on the 
part of business men, a wider appreciation and under- 
standing of the social responsibilities of business.” 

A striking passage in the address concerns minimum 
wages. “I believe that state legislation could be made 
effective long before a Constitutional amendment could 
be passed, and would quickly solve the major part of this 
problem. Personally, I think business men would do well 
to support state minimum wage laws, thus making it 
easier to adjust them-to local conditions.” 

The five-day week “will not need an amendment to the 
Constitution, or even legislation by Congress, to bring 
about this next adjustment of working conditions. In my 
judgment the five-day week will soon be here.” 

Mr. Brown said that “during this past depression Amer- 
ican industry spent $27,000,000,000 to keep men on the 
job and payrolls at a level which the state of business 
did not justify. These expenditures were twice the sum 
spent by the government itself.” He referred also to the 
new policy of paying a “termination wage”—giving men 
when laid off from one week’s to three months’ pay. He 
thinks this a very important provision for unemployment, 
believing that “experience abroad demonstrates that un- 
employment is not an insurable risk.” 

In old age security, he said, business has a vital interest 
but it fears compulsory old age pensions when the savings 
are subject to “political manipulation.” Industry favors 
“a pay-as-you-go system of old age pensions not just for 
workers in the factories but for all citizens. Such pay- 
ments should be made under state legislation, based upon 
need and paid for out of current taxation to which all 
citizens contribute in accordance with their ability to pay.” 

Mr. Brown declared himself for “a low wage for capital 
and a high wage for labor.” 


Mr. WEIR 


Especial interest attaches to the address of Mr. Ernest 
T. Weir, chairman of the National Steel Corporation, be- 
cause of his attitude toward adjustment of industrial dis- 
putes by the National Labor Board under the N.R.A. He, 
too, contends for a new deal in industry’s relation to public 
welfare : 

“Today new things are expected of industry and of 
industrial leadership. Industry is expected to broaden its 
activity beyond the making and selling of goods. The 


industrial leader is expected to accept his responsibility 
not only to be an efficient producer and seller, but also 
to recognize the influence of his economic actions in social 
and political fields. Industrial leadership is expected 
not only to guide industry as the instrument for the 
making of all the material things that people need, but in 
addition, to use industry as an instrument that will aid in 
solving the human problems of poverty, unemployment 
and others accentuated by the depression. 

“This is a big order. Yet basically, and within the 
capacity of industry to fill it, it is a rightful one. Any 
improvement in living standards must come from industry. 
Wealth can be increased only as more wealth is produced. 
We have the situation of vast natural resources on the 
one hand and a vast unfilled want for goods on the other. 
Industry stands in the middle. Only by passing through 
industry can the resources be transformed into the goods 
that people want and need. A much greater volume of 
goods is not made and bought, solely because too many 
people do not have enough money to buy them. This 
means chiefly that our civilization—like all others before 
it—has failed to work out a system in which any person 
who is willing and able to work can at all times trade 
his labor for his full needs and wants.” 

In a word, “the sensible thing is to realize that a public 
state of mind has been created which will continue to 
have a tangible effect upon business. Mere resentment 
on the part of business will not change it.” 

Mr. Weir’s speech furnished an illustration that the 
studies of productive and consumptive capacity by the 
Brookings Institution have been making an impression 
upon business leaders. “The Brookings Institution study 
showed that in 1929 more than 42 per cent of American 
families received less than $1,500 and almost 60 per 
cent received less than $2,000. Such incomes are little 
above the subsistence line. They do not permit those 
receiving them to share to any great extent in the use 
of the goods they help to produce. Even the most thrifty 
are hard-pressed to save enough to long withstand unem- 
ployment or partial employment. It is little wonder that, 
under the pressure of the depression, an almost universal 
demand arose for greater income, more surety of regular 
income, and protection against future adversity.” Busi- 
ness men may “rely upon it that the great body of people 
will continue to insist that definite action be taken toward 
the solution of these problems. This demand is by no 
means new. It is as old as poverty, unemployment and 
depressions. What is new is the widespread conviction 
that we should stop accepting economic troubles as un- 
avoidable acts of nature . . . that we should set about 
investigating their causes and working out their cures.” 


Such statements sound like extracts from any one of 
many ministers’ sermons. Mr. Weir continues: “As a 
fundamental, it should be accepted that the primary iunc- 
tion of industry must continue to be the increase of total 
wealth through increase in the volume and quality and 
decrease in the cost of goods. . . . Of course, real income 
increases only as the volume of goods increases. But the 
volume of goods is regulated ultimately by the demand for 
them. Demand can be increased not alone by increase 
in total national income, but also by distribution of the 
increase through the whole population. Increases that 
are gained by certain groups at the expense of other 
groups, or at the expense of the entire population, add 
nothing to total buying power and aggravate economic 
troubles. Similarly, wage increases or investment returns 
that are paid solely through price increases are only 
apparent gains which add nothing to buying power and 
lead first to inflated values, then again to depression.” 
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Tue DECLARATION OF PRINCIPLES 


Coming now to the declaration of principles adopted 
by the Congress of American Industry after listening to 
these addresses, it will be noted that they bear resem- 
blances to the keynote addresses but have on the whole 
a distinctly more conservative sound. 

A strong declaration is made for continuance of a 
“competitive private enterprise, profit and loss system.” 

It is declared that all the population must “get more 
of the things they want at relatively lower prices.” 

The manufacturer and the farmer are described as be- 
longing to interdependent and cooperating groups. “The 
manufacturer tends to prosper when the farmer prospers.” 

Fundamentals of the economic system, things that “do 
not change,” are the requirements “that there shall be no 
artificial barriers to the equality of opportunity for the 
individual to progress from one economic level to another ; 
that there shall be no fixed rigidities which will prevent 
the small plant of today from becoming the industrial 
leader of tomorrow; and that individual initiative shall 
not lose the impetus and inspiration that has brought our 
people to their high standard of living.” 

The Congress opposed “any monopoly in production, 
distribution or labor which restricts or stifles competition 
and which imposes a burden of unfair high prices on the 
consumer,” but monopoly is to be differentiated from 
“mere size.” 

Industry must study “the whole field of recurring de- 
pressions and business cycles in an endeavor to curb and 
mitigate their violent effect upon the social order.” 

The purpose of government is “to protect the individual 
in the exercise of his rights. When this is done, eco- 
nomic and social progress is assured through individual 
initiative, responsibility and advancement.” At the same 
time “industry pledges its cooperation with government 
in the promotion of economic and social progress.” 

Government competition with private industry is de- 
plored. Where this has come about through emergency 
the agencies so created must not become “permanent gov- 
ernment owned businesses that compete with private en- 
terprise.” 

As to the Social Security Act the congress was “doubt- 
ful.” It was ready to cooperate, however, “in every 
practicable way toward making it effective, both in its 
administration and in constructively amending it.” While 
industry believes in economic security, it “believes even 
. in preserving economic freedom for the indi- 


On labor relations the traditional formula is put for- 
ward: “We believe in and support the right of labor to 
seek, secure and retain employment without regard to 
membership or non-membership in any organization and 
to bargain, without interference or coercion by anyone, 
either collectively or individually. We believe in the cor- 
relative right of the employer to be free from coercion by 
anyone.” 

The congress was “unequivocally opposed” to child 
labor and to sweatshops. It pledged itself to “appropriate 
legislation” looking toward their elimination. No mention 
was made of the proposed federal Child Labor Amend- 
ment. 

The government must exercise restraint in taxation lest 
it defeat its own ends: “Reserves are indispensable to 
progress and stability and as such should be encouraged 
and fostered.” 

Investment in securities, even though often speculative, 
performs a needed function in our economic life. How- 
ever, “mere stock market gambling” is detrimental. No 
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definition is offered but “manipulation of security values” 
is definitely condemned. 


Reciprocal trade agreements with other countries are 
approved. The “unconditional most favored nation” prin- 
ciple is harmful. All trade agreements should be ratified 
by the Senate. 


Finally: “Industry thrives only on peace. Although 
the immediate profits of war appear to be spectacular, 
the costs of war not only wipe out these profits, but add 
to them a mountain of losses. The progress of American 
industry is an evidence of the fruitfulness of peace—peace 
at home—peace with all nations.” 


An Errort AT INTERPRETATION 


Several facts stand out in this record. First, the 
leaders who undertook to speak to, as well as for, in- 
dustry are adopting a new front toward government and 
toward the public. It is probably safe to say that the 
members of the congress were overwhelmingly against the 
Administration in the last election. But to make the 
obvious and easy inference that their new tone is only a 
politic way of “enduring what can’t be cured” is gratui- 
tous. That this is the case with some business leaders 
may, perhaps, be taken for granted. But, making all 
due allowance for a “swift adjustment to the inevitable,” 
it still appears that leaders of industry are beginning to 
interpret the ominous events of the last six years as eco- 
nomists, educators, church leaders, publicists—and the 
Administration itselfi—have interpreted it. They see that 
only a higher living standard for the mass of the popula- 
tion, implemented by increased purchasing power, will 
keep the wheels of industry turning. The ideal of the 
abundant life is seen to be not only a moral but an 
economic necessity. This leads to the vigorous champion- 
ship of ideals. “Business is business” is an uninspiring 
slogan even for business men. “Business is ethics” has a 
thrill in it. And as in the case of church bodies, which 
sometimes pass social resolutions that transcend in their 
idealism the convictions of many of their constituents, so 
in the case of a body of business men the voicing of moral 
sentiments may be appraised as testimony to an ethical 
aspiration which outruns present practice. It is a recog- 
nized function of religion and of education to keep men 
aware of a tension between ideals and realities. Viewed 
in this light the idealistic utterances of business and in- 
—s leaders can not be regarded as without signi- 

cance. 


Again, it is evident that these industrialists are taking 
a longer view of their own interests with reference to the 
rewards of enterprise. They stand firmly upon their 
earlier declarations of faith in individual initiative and 
their habitual insistence upon the preservation of the profit 
incentive. Yet they see more clearly than before that in 
the long run acceptable service to society is the only 
guarantee of their own status and that this means the 
adoption of a policy which will progressively eliminate 
depressions. This, in turn, means improving the con- 
sumers’ status through low prices. Both from an ethical 
and an economic point of view this is significant. It has 
been said that all morality begins in substituting the long 
view for the short view—in making present sacrifice for 
the sake of a future good. The long view is relatively 
more social and is likely to be increasingly social. On the 
economic side we have emerging here a new emphasis on 
the doctrine of price supposed to have been the controlling 
factor in capitalistic economy. It is an evidence that the 
gospel which the Brookings Institution has been preach- 
ing to industry is being taken seriously. To understand 
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this, one needs to reflect upon traditional economic theory. 

According to that theory, the production of goods under 
the capitalist system is regulated according to consump- 
tive requirements by the fluctuation of price. When the 
market fails to absorb a normal output the price is sup- 
posed to fall to a point where consumption will return to 
normal. Thus industry is supposed to have in the price 
system an automatic governor. But, as the Brookings 
Institution reports show, this function is not performed 
according to schedule. When the price level—actual or 
prospective—is unsatisfactory from the production point 
of view it is found simpler to cease producing than to 
carry on. This is not to say that industrial concerns 
do not at times operate below cost. They do, and some- 
times unreasonably so, because of destructively competi- 
tive conditions. But as a general rule production is regu- 
lated with reference to profit, and prices are maintained 
on that basis. This is what is meant by “administrative 
price” as opposed to economic price determined in a free 
market. In other words, price is supposed to have a 
social function in keeping production and consumption 
geared together, but under “administrative price” it com- 
monly exercises what might be called the “profit func- 
tion” to the extent of frustrating its broader social pur- 
pose. The present emphasis on low prices indicates a new 
understanding that unless the social function is performed 
there is no cure for depressions under the capitalistic sys- 
tem. It indicates a new and more intelligent effort to 
make the system work. Perhaps the major economic 
issue at this moment is whether industry will discipline 
itself to the extent of making the whole population the 
beneficiary of an “economy of abundance.” 

But another fact which stands out in the record of this 
Congress of American Industry is the unchanged attitude 
of its members toward organized labor. Not even the most 
liberal address quoted above contains any proposal for 
modifying this attitude. The question inevitably arises why 
industry continues to oppose the principle of collective 
bargaining with trade unions (as opposed to employe 
organizations within single establishments) when the 
government, the press, the churches, educators and social 
workers have long been committed to it. To discharge 
a man for joining a trade union has been considered bad 
ethics at least since William Howard Taft, sitting on the 
War Labor Board, sought to stigmatize it as contrary 
to public policy. Even the Declaration of Principles 
adopted by this industrial congress declares for non- 
interference with employes in the matter of union affilia- 
tion. Yet the purpose of trade union affiliation is stoutly 
opposed and effectually thwarted by employers. Not 
only so, but innumerable instances are recorded of dis- 
charge for union affiliation. Many employers would 
admit that this principle of non-interference with the 
right of workingmen to join a union is honored more in 
the breach than in the observance and that it is brushed 
aside whenever a really acute situation arises. 

The reason for this seems clear. Once more, mere 
stubbornness, or “bourbonism” is too simple an explana- 
tion. The sense of proprietorship on the part of an em- 
ployer, and his desire for a free hand in “running his 
business” are strong, but something is operating here 
that is stronger. The anti-union employer is afraid that if 
labor gets a solid foothold there will be no limit to its 
demands, and that the stability of industry as he conceives 
it will be destroyed. He sees no guarantee that a single 
union will not claim so large a share of the product that 
profits will be absorbed and prices forced beyond the 
range of the consuming public. 
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This issue is bound up with the application of the low : 
price, consumer-serving policy. Unless a cooperative 
relationship can be worked out between labor and employ- 
ers industry will be in no position to inaugurate an “era 
of good will.” The indications are that labor will go ff 
steadily forward with its demand, sanctioned by gov-@ 
ernment, for collective bargaining on a trade union basis, 


The liberal view of the matter may perhaps be stated 
in this fashion: The acceptance of political democracy 
implies trust in the rank and file. “The American people 
are just and fair,” Mr. Chester told the Congress of 
American Industry. Majority rule always implies power, 
by vote, to change the very basis of government. The 
only guarantee that mischievous policies will not be 
adopted is the wisdom and integrity of the people. Does 
not democracy in industry imply faith in the great body 
of workers, in whom because of their very number, rests 
ultimately the preponderance of power? 

In this connection a recent word of counsel from Roger 
W. Babson to business men is of interest. Speaking as 
“a large owner of stocks and bonds,” and also as a church- 
man, he said: “From now on let us forget ourselves and 
try to help the masses. We will save our lives only as we 
are willing to lose them.” F. E..]. 


N 


(Italics in quotations in the foregoing article appear in the orig- 
inal addresses.) 


Decision on Price-Fixing 

In the case of Old Dearborn Distributing Company vs. 
Seagram-Distillers Corporation the United States Supreme 
Court on December 7, 1936, upheld the Illinois Fair 
Trade Practice Law. This law is designed to protect 
producers of trade-marked goods. They may require 
retailers to sell their goods at stipulated prices, except 
when the retailer is closing out his stock or when goods 
are damaged or deteriorated in quality and notice thereof 
is given to the public. When the retailer proposes to 
close out his stock at reduced pricés he must first offer 
the producer of trade-marked goods the opportunity to 
purchase them at the original invoice price. 

The court upheld the law on the ground that the pro- 
ducer of trade-marked goods has built up a goodwill for 
his products and that “the ownership of the goodwill . . | 
remains unchanged notwithstanding the commodity has 
been parted with.” 

The law was aimed at the practice of “loss leader” 
price cutting by retailers. Spokesmen for department 
stores deplored the decision “as price fixing that will 
cost the consumers heavily” and declared that retailers 
“will cease to be merchants” and “will become instead an 
aggregation of glorified slot-machines.” They think that 
“prohibiting the sale of goods below invoice cost, plus 
a fair allowance to cover labor costs” would be sufficient 
protection to producers and that at the same time it 
would establish fairer competition between retailers, a 
provision they have been seeking to attain by agreement 
on fair trade codes. 

On the other hand Crichton Clarke, counsel for the 
American Booksellers Association, declared that as a 
result of the decision competition will now be “between| 
producer and producer” and the small manufacturer may 
be expected “to come into his own” in that the resort to 
agency and consignment selling heretofore used by! 
large manufacturers to protect their brands, will not 


be required. 
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